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The globalization of securities markets is a process that has become predominant in the
last fifteen years and one that may largely be completed within the next fifteen. It can be
argued that this process began with the implementation of modem portfolio theories, ex-
emplified by ERISA in the United States, with its imposition of fiduciary duties to reduce
investment risk through global diversification. The globalization process was accelerated,
first by development of satellite-linked Eurobond markets, followed by massive govern-
mental privatizations, and, more recently, by the harmonization of securities laws in the
European Union (EU).' Most importantly, incredible advances in information and telecom-
munications technologies have linked the world's issuers, financial intermediaries, investors,
and regulatory authorities. These players, through the advent of computer networks, sat-
ellite links, and the Internet, are now only nanoseconds apart in the communications sys-
tems that make markets work. The technology has become available and is being utilized
to issue and buy and sell securities twenty-four hours a day all around the world.'
The accelerating speed of communications technology, while enabling globalization of
markets, has created a time warp for regulatory authorities left far behind in their efforts
to protect market participants from disclosure failures, insider trading, and other forms of
market abuse. Clearance and settlement systems, despite available technology, have not
sufficiently globalized and remain highly fragmented and problematic) Moreover, despite
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notable efforts toward regulatory harmonization, regulatory impediments to international
market integration continue to frustrate the globalization process. And rapidly emerging
Internet markets, arguably beyond the jurisdiction of any regulatory authority, will continue
to proliferate.4 The clash of global technology with the national regulatory system has and
will continue to produce anarchy and chaos. At present, no one knows how market structure
will evolve. Will we have intermarket linkages of the existent primary markets in various
nations, whether through cooperative agreements or mergers?5 Will we have large, regional
marketplaces that transcend national borders? Will we have proprietary electronic com-
munications networks (ECN) that push traditional markets into extinction and then ulti-
mately combine into a single, international market system?6 And how will the emergent
trading structure cope with clearance and settlement and other enormous back-office chal-
lenges? The present mix of traditional markets, ECNs, and Internet markets and the de-
veloping linkages between them, now confront the entire financial services industry and its
regulators with complex issues never faced before.
The world markets are in a critical state of flux. National regulators currently have no
idea as to what market structure will evolve and, therefore, exactly how, what, whom, and
where they will regulate. Perhaps the best approach, for now, is to focus on the harmoni-
zation of regulatory policies and methodologies, without regard to the evolving trading
platforms. As it stands now, national regulatory policies are widely disparate even when
applied to traditional markets now in their third and final age. Certainly, these disparities
need to be at least generally resolved as the new age becomes established. The accomplish-
ment of this daunting task would provide a solid base from which to contemplate the new
age that is upon us and to provide the means by which global marketplace integrity can be
established and maintained. If governments are unable to harmonize their basic regulatory
philosophies, the new age marketplace will be at risk of a disastrous implosion.
Professor Marc Steinberg, one of the United States' foremost securities scholars, has
written a book that covers the critical juncture that I have briefly described. He has focused
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his enormous academic energy on accomplishments to date by various national govern-
ments in achieving a desirable degree of regulatory harmonization, whether through com-
monality or reciprocity. In doing so, Professor Steinberg has provided legal practitioners,
regulators, and legal scholars with an outstanding introduction to the field of international
securities law.
In the book's first chapter, Professor Steinberg begins with a useful nation-by-nation
comparison of disclosure rules and regulations in the world's major industrialized nations,
including the United States, the United Kingdom, France, Germany, Canada, Mexico,
Japan, and Australia. He then discusses with considerable agility the concepts of common-
ality and reciprocity that have been recognized as the primary approaches to global regu-
latory harmonization.7 He provides lucid treatment of the continuing achievements by the
International Organization of Securities Commissions (IOSCO)s in promoting interna-
tional consensus in accounting and other disclosure issues, including as an appendix
IOSCO's invaluable report, International Disclosure Standards for Cross-Border Offerings and
Initial Listings by Foreign Issuers.
Professor Steinberg then addresses the U.S. Securities and Exchange Commission's
(SEC) efforts to promote access to the United States' capital markets and, consequently,
international global market integration by reducing regulatory hurdles for foreign issuers
that have often been viewed as non-tariff trade barriers. He also provides an excellent
description and analysis of the SEC's bilateral undertaking with Canadian authorities that
resulted in a multi-jurisdictional disclosure system to facilitate cross-border securities trans-
actions. This development, as Professor Steinberg notes, marked the first and, to date, the
only time the SEC has agreed to accept prospectuses for securities that meet the standards
of a foreign issuer's home country9
His treatment of the SEC's efforts is followed by a summary of the more noteworthy
accomplishments of the European Union in achieving regulatory harmony among its fifteen
member states. In his discussion, he criticizes the EU's failure to create a Euro-SEC as a
central regulatory authority, a failure that is unlikely to be addressed in the near future.'0
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standards and cooperative enforcement. See generally FESCO, FESCO'S Organization, at http://www.
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European Economic Area. Id.
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While Member States have ceded considerable sovereignty to the EU, securities regulatory
authority is viewed by many Member State governments as the last bastion of political
control over their individual economies."1
Professor Steinberg concludes his first chapter with a number of interesting proposals
for the development of a global disclosure system. He suggests a three-tiered system, in
which disclosure documents would differ among developed, semi-developed, and emerging
markets. His basic premise is that "enterprises situated in countries having more sophisti-
cated markets are capable of greater substantive disclosure than enterprises from less de-
veloped capital markets." 2 While issuers from the two types of less-developed markets can
opt for a more advanced disclosure document and, thus, gain access to all three types of
markets, issuers from lesser-developed markets are entitled to opt for less costly disclosure
processes. This proposal, embracing regional commonality and a substantial degree of
global reciprocity, deserves considerable attention as the harmonization debate continues.
In his other chapters, Professor Steinberg addresses a number of significant developments
to date in international securities law. In Chapter 2, he engages in a thorough and well-
documented comparison of the insider trading laws in the major industrialized nations, as
well as the EU's Insider Trading Directive. 3 In Chapter 3, he addresses significant advances
in the development of internationally accepted accounting and auditing standards. In Chap-
ter 4, he provides enlightening coverage of the development and application of the SEC's
Regulation S, including its vital interplay with Rule 144A. In Chapter 5, he describes and
analyzes the SEC's and IOSCO's generally successful efforts to establish intergovernmental
securities regulation through approval of memoranda of understanding (MOU), a momen-
tous advance that has become an integral part of international regulatory enforcement. He
appends to his analysis the MOUs negotiated with regulatory authorities in the United
Kingdom, Germany, and India.
In his final chapter, Professor Steinberg undertakes, perhaps too ambitiously, to provide
a regulatory formula for emerging capital markets that understandably demand access to
their respective shares of globally available capital. In advancing his approach, he recognizes
the difficult challenges faced by these markets but argues that skepticism would be fatal.
He adroitly outlines and discusses the central issues of (1) government versus self-
regulation; (2) available regulatory resources; (3) government civil versus criminal enforce-
ment; (4) the merits of private civil litigation; (5) disclosure versus merit regulation;
(6) market access; and (7) supervision of financial intermediaries.' 4 He concludes that for
these emerging markets to attract outside capital, they not only must offer the "realistic
lure of attractive profit," but also must implement a "sufficiently credible regulatory frame-
work"" to comfort institutional investors and induce the participation of sophisticated fi-
nancial intermediaries. He appends to his discussion his own course outline on emerging
capital markets, as well as IOSCO's report, Objectives and Principles of Securities Regulation.
Professor Steinberg in this book has made a significant contribution to the field of in-
ternational securities law. For the practitioner, this book provides a valuable overview of
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the regulatory structures that his or her clients face in accessing the world's major capital
markets. For the regulator, the book offers an opportunity to review and reassess the prob-
lems that continue to frustrate the complementary goals of investor protection and capital
formation in a global environment. And for the academic, the book constitutes a very useful
text for further study and research in a legal field still in its infancy.
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